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AGRICULTURE, DEPARTMENT OF
The 1973 Rural Electrification Administration Annual Report is now 
available. The report summarizes REA activities and includes 
a review of the accounting and auditing activities with an 
analysis of REA evaluations of CPA reports.
The 1973 Annual Statistical Report of REA for the calendar 
year ending 12/31/73 has also been issued (REA Bulletin 1-1).
Largely statistical in nature, the report contains information 
about the operations of REA electric borrowers individually and 
as a group. Copies of both reports may be obtained by calling 
202/447-5606.
The Senate passed the Commodities Futures Trading Act (HR 13113) on 
9/9/74. The Senate version, which is stronger than that 
previously passed by the House by creating an independent 
full-time Commission, will now go to conference to reach a 
compromise.
COMMISSION ON FEDERAL PAPERWORK
Legislation to establish a Commission on Federal Paperwork was
considered by the Subcommittee on Legislation and Military 
Operations on 9/12/74. The functions of the Commission will 
be to study and investigate statutes, policies, rules, regulations, 
procedures and practices of the Federal government relating to 
information gathering, processing and dissemination, and the 
management and control of these responsibilities. In addition, 
the Commission will ascertain what changes are possible and 
desirable in existing laws, policies and practices, and make 
a report to Congress which will contain a review of its findings 
and recommendations for change. The bill under consideration,
HR 16424, is sponsored by Rep. Horton (R-N.Y.) and presently has 
more than 120 co-sponsors. It has received official endorsements 
from the GAO, GSA and CMB. The AICPA has written Chairman Chet 
Holifield (D-Calif.) supporting the need for such a study.
COST ACCOUNTING STANDARDS BOARD
The Board has disagreed with the FASB exposure draft of a Proposed 
Standard on Accounting for Research and Development Costs, 
particularly with the accounting treatment of G&A and IR&D costs.
The Board was of the opinion that the accounting concepts and 
conclusions contained in the exposure draft "require reconsideration 
from the standpoint of avoiding unnecessary inconsistencies between 
financial accounting and cost accounting for activities of 
companies that contract with the U.S. government".
A proposal for Armed Services Procurement Regulation coverage providing 
procedures for the administration of Cost Accounting Standards, 
rules and regulations, promulgated by the Board, has been issued.
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A new clause, "Administration of Cost Accounting Standards"
(7-104.83 (b)) is proposed for inclusion in all contracts 
requiring the "Cost Accounting Standard" clause (7-104.83 (a)).
It prescribes procedures needed for contract adjustments in both 
the prime and subcontract level, arising from changes in 
accounting practices to comply with the new cost accounting 
standards, from voluntary changes to accounting practices, 
and as relates to noncompliance with disclosed practices.
FEDERAL COMMUNICATIONS COMMISSION
The time for comment has been extended on a proposal to amend the
Uniform System of Accounts for Class A and B Telephone Companies
(see 9/10/74 Fed. Reg., p. 32631). The proposal is to increase 
the monetary limit where capitalization is appropriate from $25 to 
$50. The comment period now expires 9/30/74 and the time for 
filing reply comments has been extended to 10/11/74.
The 39th Annual Report of the FCC for Fiscal Year 1973 has been issued.
The report, which includes updated information on important 
events occurring after the close of the fiscal year, covers all 
areas of communications activities and includes sections on the 
accounting of common carrier services. Copies may be obtained 
for $3.20 from the GPO (S/N 0400-00284).
FEDERAL ENERGY ADMINISTRATION
The Second Electricity Conference will be held 9/19 and 9/20/74 in the
Commerce Department Auditorium, 14th and Constitution Ave., N.W. 
Washington, D.C., at 9:00 a.m. The Conference will be divided 
into two parts, the first part being devoted to electricity financing 
with a goal of developing national guidelines for consideration 
by State Regulatory Commissions in order to accelerate the rate­
making process. The second part will be devoted to opportunities 
for electricity conservation and increased efficiency. Further 
information may be obtained by calling 202/961-8454 or 8455.
Proposals to revise the Mandatory Petroleum Price Regulations have 
been issued (see 9/10/74 Fed. Reg., p. 32718). The overall 
objective is to simplify and clarify the price regulations and 
includes proposals for new regulations designed to cover the 
price of natural gas liquids and a revised "Special Propane 
Rule"; revisions on the pass-through of non-product cost 
increases by refiners; removal of the "Special Products Rule" 
restrictions with respect to products other than propane; modifi­
cations to limit the extent to which increased product costs 
unrecouped in one month may be recouped in subsequent months; 
and miscellaneous amendments to make the price regulations 
better suited for current conditions. The time for comment 
expires 9/27/74.
FEDERAL HOME LOAN BANK BOARD
Victor H. Indiek, CPA, formerly with Arthur Andersen & Co., became 
Acting President” of the Federal Home Loan Mortgage Corporation
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on 9/14/74. Mr. Indiek joined FHLMC in 1970 and was most 
recently Executive Vice-President and Chief Financial Officer.
FEDERAL POWER COMMISSION
Two staff reports that analyze financial conditions of the electric 
utility industry have been released. "A Study of the Electric 
Utility Industry", prepared by the Office of Accounting and 
Finance, presents a detailed description of the financial trends 
of the industry over the period 1969 to 1973. The study describes 
the role of the allowance for funds used during construction, the 
problems of inadequate cash flow, depressed market-to-book ratios, 
and lowered bond rates. Finally, the report suggests 8 possible 
policy options that would ameliorate the industry's financial 
plight.
A report from the FPC Office of Economics entitled "An Analysis 
of the Electric Utility Industry's Financial Requirements 1975-1979" 
examines 11 policy alternatives such as increasing the investment 
tax credit from 4% to 7%, thereby allowing higher rates of return 
on equity and using normalized accounting. Copies of these reports 
are available from the Office of Public Information, 202/386-6102.
John C. Sawhill, FEA Administrator, has called on utilities to adhere 
"to sound financial practices which will restore confidence of 
investors." Mr. Sawhill listed increasing depreciation accruals 
for regulatory purposes to a minimum of 3-1/2%, eliminating flow­
through accounting whereby tax benefits such as investment credit 
are used to reduce taxes rather than to fund capacity expansion, 
and allowing work-in-progress to be included in the rate base as 
examples of the financial practices he recommends.
These recommendations came out of a meeting of the National 
Association of Regulatory Utilities Commissioners held at the FPC 
on 9/11/74. Fred Hickman of the Treasury Tax Policy Division 
outlined Administration proposals which the House Ways and Means 
Committee have adopted for revisions to the federal tax laws to 
provide tax benefits to the utility industry. He also stated 
that Treasury feels that if regulators conform book depreciable 
lives to tax lives, this act alone will return many utilities to 
financial health.
GENERAL SERVICES ADMINISTRATION
Federal Management Circular 74-6 has been issued (see 9/5/74 Fed. Reg., 
p. 32134). The circular, dated 8/21/74, establishes a requirement 
that executive departments and establishments with decentralized 
purchasing activities develop and implement a continuing program 
aimed at the removal of impediments to improved decentralized 
purchasing activities. This IMC implements recommendation Part D, 
Number 5 of the report of the Commission on Government Procurement. 
Additional information may be obtained by calling 202/343-7794.
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HEALTH, EDUCATION AND WELFARE, DEPARTMENT OF
Finalized amendments relating to the coverage of services of providers
under Medicare have been published (see 9/6/74 Fed. Reg., p. 32327).
The amendments provide for the inclusion in allowable costs of 
the hospital’s costs of services of podiatry interns and residents- 
in-training under an approved teaching program. The amendments also 
give specific recognition to such programs in the regulations governing 
the reimbursement treatment of education costs.
Proposed amendments to the regulations for the Medicaid program have 
been issued (see 9/9/74 Fed. Peg., p. 32562). These proposals 
set forth the conditions under which DHEW may determine that the 
expenses associated with capital expenditures are not to be 
reimbursed with Federal funds. The time for content expires 
10/9/74.
An extension of the Rehabilitation Act of 1974 was passed by the Senate 
on 9/10/74. The bill (S. 3108) extends the program and basic 
authorizations through 6/30/78. The measure will now go to 
conference to iron out differences between it and the House- 
passed version (HR 14225).
On the same day, the Senate also approved S. 3280, the Health 
Revenue Sharing Act Amendments of 1974. This bill also goes to 
conference to resolve differences between it and the House-passed 
measure, HR 14214.
JUSTICE, DEPARTMENT OF
A comprehensive inquiry by the GAD into allegations of widespread
personnel mismanagement in the Law Enforcement Assistance Administration 
has been requested. The request came from Rep. John Moss (D-Cal.) 
who asked for an investigation into the use of consultants in 
career positions. The new LEAA Administrator, Richard Velde, 
also has reportedly encouraged an internal audit of hiring and 
contracting practices in the agency.
"Anatomy of a Scam: A Case Study of a Planned Bankruptcy by Organized
Crime" is the subject of a recent monograph issued by LEAA.
The study focuses on the bankruptcy fraud of the Murray Packing 
Company of New York and provides substantial information which 
could affect financial managers or independent auditors who might 
unwittingly be caught in such a scheme. Copies may be obtained 
for $1.20 from the GPO (S/N 2700-00230).
LABOR, DEPARTMENT OF
Regulations to implement provisions of the pension reform law are 
being prepared with hopes of having them in final form by "day 
one," January 1, 1975. Solicitor of Labor, William J. Kilber, 
has stated that the law’s provisions will be enforced in a 
"reasoned manner" such as allowing plans with plan years 
beginning after 1/1/75 to delay reporting and disclosure 
requirements until the first new plan year begins. Time will be
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allowed for comment on proposals, but the majority of the 
regulations reportedly will not require full public hearings.
SECURITIES AND EXCHANGE COMMISSION
Federal regulation to improve the quality of securities analysts may
be necessary, Commissioner A. A. Sommer, Jr., has indicated.
Careless reporting in the financial press may be undermining the 
Commission's efforts to provide meaningful information to the 
investing public. The Commissioner said in his remarks to the 
Milwaukee Investment Analyst Society that a far more thorough 
program of regulation is desirable.
TREASURY, DEPARTMENT OF
An administrative ruling (74-2) to clarify the Office of Revenue Sharing 
regulations as to the time limit and accounting procedures 
applicable when appropriated revenue sharing funds revert to 
the trust fund of a recipient government for re-appropriation 
has been issued (see 9/6/74 Fed. Reg., p. 32336). The Department 
is requiring the use of First- In-First-Out (FIFO) accounting 
methods.
A tax reform bill has been promised before mid-October. The committee 
has already issued Committee Print No. 1, one of 6 such prints 
to be issued during the next two weeks, containing draft tax 
reform provisions. The Ways and Means Committee is holding two 
markup sessions a day to meet the deadline.
Until the very recent decision by the Democratic leadership 
to hold a post-election session, there was little hope that the 
bill could be enacted in 1974. However, Senate Majority Leader 
Mansfield after meeting with House Speaker Albert, Mr. Mills and 
Senate Finance Committee Chairman Long, announced that a post­
election session to complete work on the tax measure and the 
national health insurance measure has been approved.
Harvey E. Kapnick, Jr., CPA, Chairman and Chief Executive Officer of 
Arthur Andersen & Co., has accepted an invitation to participate 
in the pre-summit meeting chaired by Secretary of the Treasury 
William Simon on Sept. 20. During that meeting, special emphasis 
will be devoted to fiscal and monetary policy, the capital 
markets, the international situation, and financial institutions.
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